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/ State of Colorado 

The State of Colorado hereby findsand assures that the rates for long term
care 
facilities are reasonable and adequate t o  meet the costs that. efficiently and 
economically operated facilities must incur. A facility is considered to be 
operated efficiently and economicallywhen it complies with the State and Federal 
licensing and certification requirement, applicable State reporting requirements 
at a patient per diem costequal to or less than the maximum reasonable allowable 
cost ceilings, fair rental allowance payments and other payments standards 
specified in section X and XI of thisAttachment 1.19-D. 

1. 	 A .  . Cost Reporting and Auditing - All facilities are required to report 
costs on the accrual basis of accounting. Governmental facilities 
operation on a cash basis may use thecash method for cost reporting 
subject to adjustments for capital expenditures. AI11 long term care 
providers must submit two uniform six-month cost reports, both of 
which are audited. The first six-month report (interim report) is 
desk audited and an interim rate isestablished; the second six-month 

report is field audited (along with the interim report) and a final 

rate is established. The interim rate is revised, if necessary. 


1 .  	All facilities with costs $5.00 or more above the administrative 
and health careceilings established July 1of each year shallbe 
audited once every thirdyear A rate calculation based on those 
costs reported onthe cost report shallbe performed yearly. 

E. 	 effective august 1 .  1 9 8 7 .  the following methods shallgoverncost 
reporting and auditing: 

1 .  	 All facilities are required to report costs on *:he accrual basis 

of accounting. Governmental facilities operation on a cash basis 

may use the cash method for cost
reporting subject to adjustments 
for capital expenditures. All long term care providers must 
submituniformcost reports which are audited. During State 
Fiscal Year 1988, providers will convert from the submission of 
six-month cost reporting schedule t o  a 12-m0nt.h cost reporting 
schedule as  indicated by the following conversion schedule. 
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2. Conversion Schedule 

Facility Fiscal First 12-Month Last Interim t o  
* Year End Date Cost report Set a Rate 

.07/31/86 Period of 08/!1/86-07/31/8:F 08/01/86-01/31/87
08/31/86 Period of 09/01/86-08/31/87 09/01/86-02/28/87
09/30/86 Period of 10/01/86-09/30/87 10/01/86-03/31/87
10/31/86 Period of 11/01/86-10/31/8~? 11/01/86-04/30/87 
11/30/86 Period of 12/01/86-11/30/87 12/01/86-05/31/67
12/31/86 Period of 01/01/87-12/31/87 01/01/87-06/30/87 
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12-Month 

Set CostDate End
Report 


01/31/87 

02/28/87 

03/31/87 

04/30/87 

05/31/87 

06/30/87 


Last Interim
to 
A Rate 

Period 02/01/87-01/31/88of 02/01/87-07/31/87 

Period of 03/01/87-02/28/88 03101/a7-08/31/87 

Period of 04/01/87-03/31/88 04/01/87-09/30/87 

Period of 05/01/87-04/30/88 05/01/87-10/31/87 

Period of
06/01/87-05/31/88 06/01/87-11/30/87 

Period 07/01/87-06/30/88 07/01/a7-12/3~/87
of 


3 .  	 Onceallprovidershavebeencycled through this conversion 
schedule, all future cost reports shall be filed for a 12-month 
period of time with the last day of the cost report corresponding 
with the last day of the providers fiscalyear end. 

0. 	 The fiscal year for all providers shall remain the same as on 

record with theDepartment when these regulations are made 

effective. There are two exceptions to this rule. 


a. 	 Providers seeking to coordinate their fiscal year with the 

fiscal year end they have established with the IRS. 


b. 	 Subchapter "S" corporations are required by federal t a x  law 
to have a fiscal year end of December 31. The first new tax 
fiscal year end for these providers shall be coordinated with 
the period ending December31, 1987. 

5. Rate Effective Dates 


a. 	 Beginningwiththefirst12-monthcostreportfiled by a 
provider, the rate effective date shall be the first day of 
the third calendar month following the last day of the cost 
report . 

b. 	 The rate effective dates for last interim costreportas 

described in the above conversion schedule shall be effective 

on the first day of the month in which the 60th day falls 

after the cost report is submitted by the provider to the 

State. 
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FORMETHODS AND STANDARDS ESTABLISHING PAYMENT RATE - NURSING FACILITY CARE 

II .  Computationof of  re imbursement  forRate - Computat ionthe rate  each 
n u r s i n g  c l a s s i f i c a t i o n ,  S t a t e - o w n e dt h ef a c i l i t y  e x c l u d i n g  a n d  
opera ted*  I C F / M R ' s ,  i s  c a l c u l a t e da sf o l l o w s :  

a l lowab le  eachA. 	 Maximum reasonab le  cos t  - once year  a l i s t i n go f  
a u d i t e dc o s t s  i s  compiledwhich l i s t s  t h e  number o fp a t i e n t si n  
each  f ac i l i t ya l lowab le  cos t snur s ing  and  aud i t ed  the  
f a c i l i t y .  The n u r s i n gf a c i l i t i e sa r eg r o u p e db y# c l a s sa n dl i s t e d  
f r o mt h ef a c i l i t yw i t ht h el o w e s ta l l o w a b l ea u d i t e dc o s tt ot h e  
h i g h e s t .  I n  de t e rmin ingthe  'rates beginning on J u l y  1 eachyear ,  
t h eS t a t e  u s e s  t h e  Medica id  ind a t a  on the  popula t ionseach  
f a c i l i t yw i t h i ne a c hc l a s s  on May 1, a s  well a st h e  mostcur ren t  
cos t  i n fo rma t ion  submi t t ed  on o r  b e f o r e  May 2 .  

c a r e  a n d  raw costs ,1. 	 For h e a l t h  s e r v i c e s  food the maximum 
reasonab le  t h e  p e r c e n t i l ecos t  i s  set  a t  1 2 5 t h  w e i g h t e d  
a v e r a g e  c o s t so f  M e d i c a i da l l o w a b l e  a l l  p a t i e n t s  
r e s i d i n g  i n  Class  I,  Class  II ,  andClass  I V  nu r s ing  
f a c i l i t i e s .  

"Heal th  serv ices"  means the  ca t egor i e scare  fo l lowing  o f  
r easonab le ,andnecessa ry ,  suppor tpa t i en t - r e l a t ed  
s e r v i c e s .  No s e r v i c e  b e  c a r es h a l lc o n s i d e r e d  a h e a l t h  
s e r v i c e  u n l e s s  it i s  l i s t e d  below: 

payrol lworkerThe salar ies ,  taxes ,  compensat ion 
payments, t r a i n i n g  and employee ofother  benefi ts  
r e g i s t e r e d  l i c e n s e d  n u r s e s ,n u r s e s ,  p r a c t i c a l  n u r s e  
a ides ,medica lrecordsl ibrar ians ,soc ia lworkers ,and  

personnel .  bepersonnelac t iv i ty  Thesemust  
a p p r o p r i a t e l yc e r t i f i e d ,  as 
app l i cab le ,  nu r sea l though  a ides  may work i n  any 
f a c i l i t y  f o r  up t o  4 months be fo re  becoming c e r t i f i e d ;  

Non-prescr ipt ion ordereddrugs by a phys i c i an  which 
a r e  i n c l u d e d  i n  t h e  p e r  diem r a t e ;  

Consu l t an tf eesfo rnur s ing ,med ica lr eco rds ,pa t i en t  
ac t iv i t i e s ,soc ia lworke r s ,pha rmac ies ,phys i c i ansand  
therapies .Consul tan tsmustbeappropr ia te lyl icensed  
and /o r  a s  andce r t i f i ed ,app l i cab le ,p ro fes s iona l ly  
q u a l i f i e d  i n  t h e  f i e l d  f o r  which  they  a re  consul t ing ;  

Purchases ,ren ta l s ,andrepa i rexpensesofhea l thcare  

equipment ,andsuppl iesusedforheal th  care s e r v i c e s  

such  med ica l  soc i a l 
as  ca re ,  r eco rds , 
nurs ing  

s e r v i c e s ,a c t i v i t ya n dr e c r e a t i o n a lt h e r a p y ;  


* The reimbursementmethodologyfortheState-ownedandoperated I C F / M R ' s  i s  
d e s c r i b e d  i n  S e c t i o n  II1 of t h e  Method p o r t i o n  of thisAttachment4.19-D. 

Date /+?/97 Effec t iveApproval Date  7-/-97 
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FOR ESTABLISHING PAYMENT RATE - N U R S I N G  FACILITY CARE 

in t e re s tDeprec ia t ion  ma jo rand  fo r  hea l th  care 
equipmentpurchases; 

Purchase  motor  andor  ofren ta l  vehic lesre la ted  
expensesforopera t ing  o r  m a i n t a i n i n gt h ev e h i c l e st o  
t h ee x t e n tt h a tt h e y  are u s e dt ot r a n s p o r tr e s i d e n t s  
t oa c t i v i t i e so r  medical appointments .Suchuseshal l  
bedocumentedbycontemporaneouslogs. 

Photocopyingexpenses related t oh e a l t h  care services 
r e s iden t s '  r eco rds ) ,  a s  documented(e .g . ,  med ica l  by 

appropr i a t elogs ;  

Salaries,  f e e s ,o t h e r  . r e l a t e do r  e x p e n s e s  t o  work 
performedby a f a c i l i t y  owner o r  manager who has a 
med ica lo rnur s ingc reden t i a l ;  

i n su rance  theMalp rac t i ce  fo r  hea l th  care personnel  
l i s t e d  above; 

Medica ld i rec torfees ;  

and services provided b y  a nTherapies i n d i v i d u a l  
q u a l i f i e d  t h e s e  u n d e rt op r o v i d e  s e r v i c e s  F e d e r a l  
Medicare/Medicaidregulationsincluding: 

U t i l i z a t i o n  review; 

Dentalcare ,  when r equ i r edbyfede ra l  l a w ;  

Audiology; 

Psychologyandmentalhealth services; 

Physicaltherapy;  

Recreat ionaltherapy;and 

Occupat ionaltherapy.  


Food c o s t  i s  t h e  o f  raw food,  sha l lc o s t  and  not  
i n c l u d et h ec o s t so fr e a lo rp e r s o n a lp r o p e r t y ,s t a f f ,  

o ro t h e r  items r e l a t e dp r e p a r a t i o n ,  t h e  food 
program. 

adminis t ra t ion,  and room and costsFor  property,  board 
bui ldings,(excluding raw land f ixed 

equ ipmen tcos t s ) ,t he  maximum reasonab lecos t  i s  set  
120 th  we igh ted  o fa t  t he  pe rcen t i l e  ave rageac tua l  


a l l o w a b l ec o s t sf o r  a l l  Medicaid p a t i e n t sr e s i d i n gi n  

Class I ,  Class II, and Class I V  n u r s i n g  f a c i l i t i e s .  


"Adminis t ra t ioncos ts"  means thefo l lowingca tegor i e s  

ofreasonable ,necessary ,andpat ien t - re la tedcos ts :  


7/a!/?&/? E f f e c t i v e  Date 
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METHODS AND STANDARDSFOR ESTABLISHING PAYMENT RATE - N U R S I N G  FACILITY CARE 

payrol lworkerThe salar ies ,  taxes ,  compensat ion 

payments, t ra in ingandotheremployeebenef i t softhe  

adminis t ra tor ,  adminis t ra tor , 
ass i s tan t  bookkeeper ,  
s e c r e t a r i a l ,o t h e r  c ler ical  h e l p ,j a n i t o r i a la n dp l a n t  
S t a f f  who p e r f o r md u t i e sb o t hi n  

admin i s t r a t iveandhea l thca re  services s h a l lm a i n t a i n  
contemporaneous time records  i n  o r d e rt op r o p e r l y  
a l l o c a t e  t h e i r  s a l a r i e s  b e t w e e n  c o s t  centers; 

Any p o r t i o n  of o t h e r  s t a f f  c o s t s  d i r e c t l y  a t t r i b u t a b l e  
t o  a d m i n i s t r a t i o n ;  

Adver t i s ing ;  

Recru i tment  a l l  
personnel;  

P u b l i c  r e l a t i o n s ;  

Of f i cesupp l i e s ;  

Telephonecosts;  

services:  management f e e sPurchased and home o f f i c e  
fo r  s e rv i ces ;  f ees ,admin i s t r a t ive  accoun t ing  l ega l  
fees:computerservices;  

Payro l lt axes ;  

Licenses , i n s u r a n c e ,  non-medical 
t r a n s p o r t a t i o n ,t r a i n i n gf o ra d m i n i s t r a t i v ep e r s o n n e l ,  
duesforprofess iona lassoc ia t ionsandorganiza t ions ;  

All t r a v e lo ff a c i l i t ys t a f f ,e x c e p tt h a tr e q u i r e df o r  
r e s i d e n t sa c t i v i t i e sf o rt r a n s p o r t i n g  t o  o r  m e d i c a l  

purposes;  

All insurance  for  insuranceexceptmalprac t ice  for  
care  Insurancevans,heal thpersonnel .  on whether  


owned o r  l e a s e d ,  i s  anadmin i s t r a t ivecos t ;  


i n  o rF a c i l i t y  membership t r a d eg r o u p s  
p ro fes s iona lo rgan iza t ions ;  

Miscel laneousgeneralandadminis t ra t ivecosts ;  

Date !J!o&/47 Effec t iveApproval Date  7y-4:) 
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Purchase  motor  andor  ofren ta l  vehic lesre la ted  
fo r  o r  t heexpenses  ope ra t ingmain ta in ing  veh ic l e s .  

cos t s  be  hea l thHowever, such  sha l lcons ide red  ca re  

s e r v i c e st ot h ee x t e n tt h a tt h em o t o rv e h i c l e sa r e  

u s e dt ot r a n s p o r tr e s i d e n t st oa c t i v i t i e so rm e d i c a l  


Such use s h a l l  documentedappointments. b e  by 
contemporaneouslogs; 

repa i rs ,andbet te rments  
improvementsofequipment u t i l i z e d  i n  a d m i n i s t r a t i o n ;  

A l lowab le  in t e re s t  cove redtheaud i t ed  no t  by  f a i r  
a l l o w a n c er e l a t e dt h e  c o s t sr e n t a l  o r  t o  p r o p e r t y  

l i s t e d  below; 

Al l  reasonable ,  andother  necessary ,  pa t ien t - re la ted  
n o tc o s t s  which a r e  s p e c i f i c a l l y  set  f o r t h  i n  t h e  

d e s c r i p t i o n  of "healthcareservices"above,andwhich 
board,  ora r en o tp r o p e r t y ,  room and food,capi ta l 

r e l a t e d  a s s e t s .  

P rope r ty  cos t s  i nc lude :  

Depreciationcostsofnon-fixedequipment ( i . e . ,  major 
moveable and equipment usedequipment minor not for 
d i r e c t  h e a l t h  c a r e ) ;  

Rentalofnon-fixedcosts equipment ( i . e . ,  major 
moveable and equipment usedequipment minor not for 
d i r e c t  h e a l t h  c a r e ) ;  

Proper ty  taxes ;  

Proper ty  insurance ;  

a s soc ia t edprope r tyI n t e r e s t  on loans  wi th  cos t s  
c o v e r e d  i n  t h i s  s e c t i o n ;  

Repairs ,bet termentsandimprovementstopropertynot  
cove red  by  the  f a i r  r en ta l  a l lowance ;  

maintenance,Repair,  bettermentsorimprovementcosts 

prope r ty  r en ta l 
t o  cove redfa i r  a l lowance  

paymentwhich a r et ob ee x p e n s e d  as r e q u i r e db ys t a t e  

r egu la t ions ;  
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Room and board includes:  

D ie t a ry  o the r  t han  rawfood; 

Laundryandlinen; 

Housekeeping; 

Plant  operat ion and maintenance;  and 

Repairs, and equipmentbetterments toimprovements 
r e l a t e d  t o  room and board services. 

3 .  LIMITATIONS ON GROWTH OF ALLOWABLE COSTS: With r e s p e c tt o  
a l l  r a t e se f f e c t i v e  on o r  a f t e r  J u l y  1, 1997, f o re a c hc l a s s  
I andclass  V f a c i l i t y ,a n yi n c r e a s ei na l l o w a b l e  (i.e.  , 
r e imbursed )admin i s t r a t ivecos t s  sha l lno texceeds ixpe rcen t  

year  any  in  hea l th( 6 % )  per  and  increasea l lowable  care  
s e r v i c e sc o s t ss h a l ln o te x c e e de i g h tp e r c e n t  ( 8 % )  peryear .  
Thesel imi t a t ionssha l lapp ly  t o  t h e  c o s t s  which a r e  u s e d  i n  
annua l lyca lcu la t ingthewe igh tedave ragecos tce i l i ngsfo r  
a l lc l a s s  I n u r s i n gf a c i l i t i e s ,a n da l s ot ot h ec o s t s  which 
a rea l lowed when c a l c u l a t i n ga ni n d i v i d u a lr a t ec h a n g ef o r  a 
c l a s s  I o r  V f a c i l i t y .  However, a f t e ra p p l i c a t i o n  of t h e s e  
l i m i t a t i o n s ,t h ea l l o w a b l ec o s t sf o ra ni n d i v i d u a lf a c i l i t y  
may beincreasedthroughthepaymentof a f l u c t u a t i n gc o s t  
a l lowanceand /o radmin i s t r a t ivecos tincen t ivea l lowance ,i f  
i n  accordancewiththemethodologystatedelsewhereinthe 
s t a t e  p l a n .  

LIMITATION ON MEDICARE PART A COSTS: For a l lr a t e s  
e f f e c t i v e  on o ra f t e rJ u l y  1, 1997, t h e  Department s h a l l  
limit theMedicarePart  A a n c i l l a r y  c o s t s  ( h e r e a f t e r  r e f e r r e d  
t oa s" P a r t  A costs")which are allowed i n  c a l c u l a t i n gt h e  
Medica idperd iemra teforeach  class I and. c l a s s  V nu r s ing  
f a c i l i t y .  For a l lr a t e se f f e c t i v e  on7/1/97,theDepartment 
s h a l li n c l u d ew h a t e v e rl e v e lo f  P a r t  A costs t h e  Department 
allowedfromthemostrecent Medicare cos tr epor tsubmi t t ed  
by t h e  f a c i l i t y  t o  t h e  Department p r i o r  t o  J u l y  1, 1997.This 
l e v e lo f  Part  A c o s t ss h a l lb eu s e da st h e  base f i g u r ei n  
l imi t ingsubsequentPar t  A c o s ti n c r e a s e s .  Any subsequent 
increase  sha l l  no t  exceed  the  increase  over  the  cor responding  

i nt i m e  p e r i o dt h e  Consumer Price Index ("medical care" 
component i n  t h e  "U. S .  Ci ty  Average")  publ i shed  for  a l l  u rban  
consumers ( t h e  "CPI-U") by theUnitedStatesDepartmentof  
Labor,BureauofLabor Statist ics.  

LIMITATION ON MEDICARE PART B COSTS: For a l lr a t e s  
e f f e c t i v e  on o ra f t e rJ u l y  1, 1997, onlythoseMedicarePart  
B c o s t s  which t h e  Department reasonabledetermines to be 
sha l li nc ludedca lcu la t ing  a l lowab le  d i embe  in  the  pe r  
Medicaidreimbursementforclass I and V n u r s i n g  f a c i l i t i e s .  
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methods AND STANDARDS FOR establishing payment RATE - nursing HOME CARE 

E. 	 Effective January 1, 1995, the administrative incentive allowance shall 
be calculated at twelve and one-half percent (12.5C) for the Class I 
and Class V Nursing Facility vendors for the difference between the 
ceiling and provider's costs for administration, property, and room and 
board cost per patient day that is less than the maximum reasonable 
cost. The administrative incentive allowance shall he calculated at 
twelve and one-half percent (12.5%) of the difference between the 
facility's audited cost and themaximum reasonable cost:, not to exceed 
twelve percent (12%) of the maximum reasonable cost. 

Class 11 and the privately owned Class IV Nursing Facility providers 
shall continue to receive the incentive allowance for administration, 
property and room and board cost per patient day. the allowance is 
calculated at twenty-five percent (25%) of the difference between the 
audited costs and the maximum reasonable cost, not to exceed twelve 
percent (122) of the maximum reasonable cost. Therefore, Class II and 
IV facilities will not be eligible toparticipate in the .Quality of 
Care Incentive Paymentprogram. 

Maximum Reasonable Cost 
- Audited cost per patient day for administration, property and room 
and board. 
Difference 

Difference X 12.5% except for Class 11 and IV. 

KO incentive allowance may be earned on health care services or raw 
food costs. 

An incentive allowance will be paid for services rendered from 
December 1, 1986 to December 4 ,  1986. No incentive allowance 
will be paid to Class I and V facilities for services rendered 
from December 5 ,  1986 to April 3 0 ,  1987. Should the Department 
determine at the conclusion of State Fiscal Year 1987 there is 
available appropriationto pay the incentive allowance for this 
period, then the incentive payments shall be restored to the 
extent ofthose available appropriations. 
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! No incentiveallowance will be paid t o  Class II and Privately owned 

Class N facilities for services rendered from january 21, 1987 
through June 30, 1987. Should the Department determine at the 
conclusion of state Fisc81 Year 1987 there is available 
appropriation to pay the incentive allowance for t h i s  period, then 
the incentive payments shall be restored to the extent of those 
available appropriations. 


